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HOUSE BI LL 1171

St ate of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Representatives Eickneyer, Newhouse, Gant, Priest, Chase, Kretz
Hunt, Hasegawa, Kenney, Hurst, Orcutt, Hudgins, Sinpson, Sunp,
Appl eton, O nmsby, MDonald, P. Sullivan, Condotta, Kristiansen
Linville, Ross, Haler, Wallace, Springer, Kelley, VanDeWge, Rolfes,
Eri cks, Haigh and G een

Read first time 01/12/2007. Referred to Commttee on Comunity &
Econom ¢ Devel opnent & Trade.

AN ACT Relating to a business and occupation tax exenption for
qual i fying small businesses; and adding a new section to chapter 82.04
RCW

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) This chapter does not apply to ampunts received by a small
busi ness when the requirenents of this section are net. For the
purposes of this section, a small business is a person whose:

(a) Value of products, gross proceeds of sales, or gross incone of
the business is |less than two hundred thousand dollars during a base
period as specified under this section. For purposes of determ ning
eligibility under the two hundred thousand dollar |imtation in this
subsection (1), persons taxable wunder this <chapter on multiple
activities associated with the sane product, as identified in RCW
82.04. 440, need only include the value of products or gross proceeds of
sales for a single activity associated with the sane product; and

(b) Taxes due and paid under this chapter for the base period
exceed the net inconme reported on the person's federal incone tax
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return for the sanme base period. For purposes of determ ning net
incone reported on the person's federal income tax return, a sole
proprietor may subtract the anmount of self-enploynment tax shown on
schedul e 1040 SE from the net incone reported on schedule C of the
federal inconme tax return.

(2) The small business selects the base period. The base period is
a twelve-nonth period that is covered by a single federal inconme tax
return. The small business nust have operated during the entire
twel ve- nont h peri od.

(3) The small business may take the exenption on twelve nonthly tax
returns if the business files tax returns nonthly, four quarterly tax
returns if the business files tax returns quarterly, or one annual tax
return if the business files tax returns annually. Once a person has
claimed the exenption on a tax return, the person may not |ater change
the claimto a different tax return.

(4) For small businesses filing returns on a nonthly or quarterly
basis, the base period nust end no earlier than six nonths before the
period covered by the first return on which a person qualifies under
this section. A nonthly or quarterly filer may not claimthe exenption
for any tax period starting nore than twenty-four nonths after the
first nonth covered by the first return on which the exenption is
cl ai med. Annual filers may claim the exenption on one of the two
annual tax returns due following the last nonth in the base period.

(5) The anobunt of the exenption clainmed nust be reported on the
smal | business' tax return as prescribed by the departnent. A claimby
a person not entitled to this exenption is fraud or m srepresentation
of a material fact and subject to interest and penalties prescribed by
| aw.

(6) The exenption provided in this section is not available for any
period during or after which the small business:

(a) Purchases or otherw se acquires, directly or indirectly, in
bul k and not in the ordinary course of business, tangible or intangible
assets of another taxpayer; or

(b) I's a surviving corporation of a statutory nerger
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